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GENERAL PROVISTONS

l. DEFINIEIONS (ASFR 7-103.1)

As used throughout this gontract, the following terms shall have
the meanings set forth belowrs:

(2) The term "Secretary" means the Secretary, or any Assistant
Secrctary of the Department, and the head or any assistant head of the
FPederal agency; and the term "his duly authorized representative" means
any person or peirsons or board (other than the Contracting Officer)
authorized tc act for the Secretary.

()  The term "Contracting Officer" means the person executing
‘this contract on behalf of the Government, and any other officer or
civilian employee who is a properly designated Contracting Officer;
and the term ineludes, oxcept at otherwise provided in this contract,
the guthorized representative of a Contracting Officer acting whthin
the limits of his authority.

(c) Except as otherwise previded in this contract, the term
"subcontracts" includes purchase onders under this centract.,

2 CHANGES (ASPR 7-103,2)

The Contracting Officer may at any time, by a written order, and
without nctice t6 the sureties, make changes, within the general scope
of this centract, in any one or morg of the followings (i) Drawings,
designs, or specificaticns, wherc the supplies to be furnished are to
be specially manufactured for the Government in accordance therewith;
(ii) method of shipment or packing; and (iii) place of delivery, If
any such change causes an increase or decrease in the cost of, or the
time required for the performance of any aprt of the work under this
contract whether changed or not changed by any asuch order an equitable
adjustment shall be made in the contract orice or delivery schedule, or
both, and the contract shallboe modified in writing accordingly. Any
claim by the Cuntractor for adjustment under this clause must be asserted
within 60 days from the date of receipt by the Contractor of the noti-
fication of chage; PROVIDED, however, That the Contracting Officcr, if
he decides that the facts Justify such action, may receive and act
upon any such claim asserted at any time prior to final payment under
this contract. Where the cost of property made obsolete or excess
as result of a change is included in the Contractor's eclaim for
adjustment, the Contracting Officer shall have the right to prescribe
the manner of disposition of such property, Failure to agree to any
adjustment shall be a dispute concerning a question of fact within the
meaning of the clause of this contract entitled "Disputeg, " However,
nothing in this clause shall excuse the Contractor from proceeding with
the contract as changed.
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3. EXTRAS (ASPR 7-103.3)

Except as étherwise‘provided in this centract, nce payment for extras
shall be made unless such ekiras and the price therefor have been
authorized in writing by the Qontracting Officer.

L. VARIATION IN QUANTITY

No variation in the quontity of any item called for by this contract
will be accepted unless such variation has been caused by conditions of
Jeading, shipping, or packing, or allowances in manufacturing processes,
and then only to the extent, if any, specified clsewhere in this
contract,

5. TUSPECTION (ASPR 7-103.5)

(a) all supplies (which tcrm throughcout this clause includes withcut
limitation raw matekials, components, intermediate assemblise, and end
products) shall be subject to the inspection and test by the Government,
to the extent practicable at all times and places including the peried
of manufacture, and in any event prior to acceptance.

(b) In case any supplics or lots of supplies arc defective in
matcerial or werkmanship or otherwisc not in conformity with the requirements
of this contract, the Government shall have the right eith to reject
them (with or without instructions as to their (disposition) or to
require their correcticn. Supplies or lots of supplies which have been
rejected or required to be corrected shall be removed or, if pocmitted
or required by the Uontracting Officer, corrected in place by and at
the expense of the Contractor promptly after notice, and shall not
thercafter ba tendered for acceptance unless the former rejection or
requirement of correction is disclosed. If the Contractor fails promptly
to remove such supplies or lots of supplies which are required to be
removed, or promptly to replace or correct such supplies or lots of
supplies, the Government either ¢i) may by contract or otherwise replace
or correct such supplies and charge to the Contractor the cost occasioned
the Govermment thereby, or (ii) may terminate this contrnct for default
as provided in the clause of this contract entitled "Default." Unless
the Contractor cofrects or replaces such supplies within the delivery
schedule, the Contracting Officer may require the delivery of such supplies
at a reduction in price which is equitable under the circumstances. Faile
ure to agree to such reduction of price shall be a dispute concerning a
question of fact within the meaning of the clause of this contract
-entitled "Disputes.”

(¢) If any inspection or test is made by the Government on the premises
of the Contractor or a subcontractor, the Contractor withcut additional
charge shall provide all reascnable facilities and assistance for the
safety and convenicnce of the Govermment inspectors in the performance of
their dutics. If Government inspection or test is made at a point other
than the premises of the Contractor or a subeontractor, it shall be at
the expense of the Government except as otherwise provided in this
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contract: PROVIDED, That in case of rejection the Government shall not
be liable for any reduction in value of samples used in connection with
such inspection or test., A1l inspections anc tests by the Government
shall be performed in such a manner as not to unduly delay the work,

The Government rescrves the right to charpe to the Contractor any additional
cost of CGovernment inspection and test when supplies are not ready at the
time sych inspection and test is requested by the Contractor or when rein-
spection or retest is necessitated by prior rejection. Acceptance or
rejection of the supplies shall be made as promptly as practicable after
delivery, except as otherwise provided in this contract; but failure to
inspect and accept or reject supplies shall neithcr relieve the Contractor
frem responsibility for such supplies as are not in accorcance with the
contract requirements nor imposc 1liability on the Government therefor.

(@) The inspection and test by the Government of any supplies or lots
thereof docs not relieve the Contractor from any responsibility regarding
defects or other failures to'mest the contract requirements which may be
discovered prior to acceptance. Ixcept as otherwise provicded in this
conbract, acceptonce shall be cenclusive except as regards latent defects,
fraud, or such gross mistakes as amount to fraud.

(e) The Contractor shall provide and maintain an inspection system
acceptabel to the Govermment covering the supplies hercuncer. Recorcs of
all inspecticn work by the Contractor shall be kept camplete and available
to the Government cduring the performance of this contract and for such
longer period as may bie specificd elsewhere in this contract.

6. RESPONSIBILITY FOR SUPPLIES (ASPR 7-1C3.6)

Except as otherwise provided in this contract, (i) the Contractor shall
be responsible for the supplies covared by this contract until they are
delivered at the designated delivery point, regardless of the point of
inspectiony (ii) after delivery to the Goveérnment at the designated point
and prior to acceptance by the Government or rejection and giving notice
thereof by the Govermment, the Government shall be responsible for the loss
or destruction of or damage to the supplies only if such loss, destruction,
or damage results from the negligence of officers, apents, or employces of
the Government acting within the scope of their employment; and (iii) the
Contractor shall bear all risks as to rejected supplies after notiece of
rejection, except that the Government shall be responsible for the loss,or
destruction of, or damage to the supplies only if such loss, destruction or
damage results from the gross negligence of officers, agents, or employees
of the Government acting within the scope of their employment.

7. PAYINTS (ASPR 7-103.7)
The Contractor shall be paid, upon the submissicn of proper invoices or
vouchers, the prices stipulated herein for supplies delivered and accepted

or services rendered and accepted, less deductions, if any, as hercin
provided. Unless ctherwise specifiedy payment will be made on partial

Fp . - -
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deliveries accepted by the Government when the amount due on such ce-
liveries so warrants; or, when requested by the Contractor, payment for
accepted partial deliveries shall be made whenever such payment would
equal or exceed either $1,000 or 50 percent of the total amount of
this contracv. : =

8. ASSIGN.EBNT OF CLAIMS {(iSPR 7-103.8)

(a) Pursuant to the provisions of the Assigmment of Claims Act of
1940, as amended (31 U, S, Code 203, L1 U. S. Code 15) if this contract
provides for payments agegregating $1,000 or more, claims for monies due
or tc beccme due the Contractor frum the Government under this contract
may be assigned to a bank, trust compan¥, or other financing institution,
including any Federal lending agency, and may thcreafter be further
assigned and re-assigned to any such institution. Any such assipnment cr
reassignment shall cover all amcuntis payable under this contract and not
already paid, and shall not be made to more than cne party, except that
any such assignment or reassignment may be made to one party as agent or
trustece for two or more parties participating in such financing. Notwith-
standing any provisions of this contract, payments to an assignee of any
monics due or to become due under this contract shall not, to the extent
provided in said Act, as amended, be subject to reduction or set~off.

(b) In no event shall copies of this contract or of any plans, -
specifications, or other similar doeuments relating to work under this
contract, if marked "Top Secret," "Secrct," or "Confidential, Dbe
furnished to any assignee of any claim arising under this contract or to
any other person not entitled to receive the same: PROVIDED, That a
copy of any part or all of this con#ract so marked may be furnished, or
any information ecntained therein may be disclosed, to such assigneec upon
the pricr written authorization of the Contracting Officer

(¢) The Contractor shall obtain thewritten authorization of the
Contracting Officer pricr to the assipnment of ~ny rights under this
contract.

9. ADDITIONAL BOND SECURITY (ASPR 7-103.9)

If any surcty upen any bond furnished in connection with this contract
becomes unacceptable to the Govermment, or if any such surety fails to
furnish repcrts as to his financial condition from time te time as
requested by the Govermment, the Contractor shall promptly furnish such
additional security as may be required from time to time to protect the
interests of the Government and of persons supplying labor or materials
in the prosecution of the work centemplated by this contract.

10. FEDERAL, STATE, AND LOCAL TAXHS (ASPR 11-L01.1)
(2) As used throughout this clause, the term "tax inclusive date" memns

the date of negotiated contracts and the date set for the opening of bLide
for contracts entered into through formal advertising, As to additional
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supplics or serviccs procurced by modification to this contract, the term
Mgax inclusive date! means the date of ‘such modification,

(b) Except as may be otherwise provided in this contract, the
contract price includes all Federal, State;, and local taxes and duties
in effect and applicable to the contrnet on the tax inclusive date, except
taxcs, (other than Federal transpertation taxes) frum which the Government,
the Contractor, or the transhations or property covered by this cuntract
arc then exempt. Unless specifieally cxcluded, dutics are included in
the contract price, and, if freight is included in the contract price,
Federal transportation toxes are likewise included.

(¢} (1) If the Contractor is required to pay or bear the burden

(i) of any tax or duty, which either was not to be included in the
contract price pursuant to the' requirements of paragraph (b) or was
specifically excluded from the contract price by a provision of this
contract; or ‘ ' ’

(ii) of an increase in rate of any tax or duty, whether or not such
tax or duty was excluded from the conbract price; or of any interest or
penalty thereon, the contract price shall be correspondingly increased;
PROVIDED, that the Contractor warrants in writing that no amount for such
tax, duty, or rate increuase was included in the contract price as a contin-
gency reserve or othcrwise; and PROVIDED further that liability for such
tax, duty, rate increase, intcrest, or penalty tax,was not incurred through
the fault or negligence of the Contractor or its failure to follow instruc-
tions of the Contracting Officer.

(2) If the Contractor is not required to pay or bear the burder, or
obtains a rcfund or drawback, in whole or in part, of any tax, duty,
interest, or penalty which (i) was to be included in the contract price
pursuvant to the requirenents of par#graph (b), (ii) was included in the
contract price, or (iii) was the basis of an increase in the contract
price, the contract price shall be correspondingly decreased cr the amount
of such rclief, refund, or drawback shall be paid to the Government, as
directed by the Contracting Officer., The contract price also shall be
correspondingly decreased if the Contractor, through its fault or negli-
gence or its failure to follow instructions of the Contracting Officer,is
required to pay or bear the burden, or does not obtain a refund or draw-
back.cf any such tax, duty, interest, or pcnalty. Intcrest paid or credited
to the Contractor incident to a rcefund of taxes shall inure to the benefit
of the Government to the extent that such interest was earned aftor the
Contractor was paid or redmbursed by the Govermment for such taxes.

(3) Invoices or vouchers covering any adjustment of the contract price
pursuant to this paragraph (¢) shall set forth the amount thereof as a
separate itcem and shall identify the particular tax involved.

(L) Nothing in this paragraph, (¢) shall be applicable to social
security trxes; net income taxes; exccss profit taxes; capital stock taxes;
Federal transportation taxes, excépt changes in the rate thereof, in-
cluding repeal; pertaining to shipments from the Controctor to the

1. ApRfoyed For Release 2001/03/04 ; CIA-RDP81B00879R000900070017-2



!Approved For Rg@ase 2001/03/04 : CIA-RDP81 BQ~0§79R000900070017-2

Govermment; unemployment dompensation taxes; or any State and loeal

- taxes, cxcept those levied on or measured by the €ontract or sales price
of the services or cumpletcd supplics furnished under this contract,
including gross income taxes, gross receipts taxes, scles and use taxes,
excisc taxes, or franchise or occupation taxes mecasured by sales or
receipts from snles. '

(5) No adjustment of lebs than $100 shall be made in the contract
price pursuant to this parsgraph.

() Unless there does not.exist any rcasonable basis to sustain an
exemption, the Govermment agrces upon request of the Contractor, without
further liability except as otherwise provided in this contract to
furnish cvidence appropriate to esteblish exemption from (i)lany Federal
tax, which the Contractor warrants in writing was excluded firom the
contract price, or (ii) any State or local taxj PROVIDED that evidence
appropriate to establish exemption from duties will be furnished, and
Government bills of lading will ve issued only at the discretion of the
Contracting Officer, In addition, the Contracting Officer may furnish
evidence appropriate to establish exemption frcm any tax that may,
pursuant to this clause, give rise to cither an increase or decrcase in
the contract price.

() (1) The Centractor shall promptly notify the Contracting Officer
of all matters pertaining to Federal, State, and local taxes and duties
that reacsonably may result in eithey an increase or decrcase in the
contract price,

(2) Whenever an inereasc or degcrecase in the contract price may be
required under this clause, the Contractor shall take action as directed
by the Contracting Officer, and the contract price shall be equitably
adjusted to cover the costs of such action, including any intcrest, pen-
alty, and recasonable attorney's fees,

11. DEFAULT (ASPR 7-103.11)

{a) The Government may, subjcet to the provisions of paragraph (c)
below, by written notice of default to the Contractor, terminate the
whole or any part cf this contract in any cne of the following circum-
stances:

(1{1}If the Contractor fails to make delivery of the supplies or to
perform the services within the time specified herein or any extension
thereofs or

(ii) if the Contractor fails to pefform any of the other provisions
of this contract, or so fails to make progress as to endanger perfommance
of this contract in accordance with its torms, and in cithcr of these two
circumstances does not cure such failure within a period of 10 days (or
such longer period as the Contracting Officer may authorize in writing)
after receipt of notice from the Contracting Officer specifying such
failure.

FP R : - 0900070017-2
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(b) In the event the Government terminates this contract in whole or
in part as provided in paragrhph (a) of this clause, the CGovcrament may
procure, upon such terms and in such manner as the Contracting Officer
may deem appropriate, supplies or services similar to those so terminated,
and the Contractor shall be liable to the Government for any excess
costs for such similar supplies or services: PROVIDED, That the Con-
tractor shall continue the performance of this contract to the extent

not terminated under the provisions of this c¢lause.

(e} Except with respect to defaults of subcontractors, the Con-
tractor shall not be liable for any excess costs if the failure to
perform the contract arises ouf of causes beyond the control and without
the fault or negligence of the Contractor. Such causes may include, but
are not restricted to, acts of God or of the public enemy, acts of the
Government in either its sovereien or contractual capacity, fires, floods,
epidemics, quarantine restrictipns, strikes, freight embargoes, and u
unusually severe weather; but in every case the failure to perform must
be beyond the control and without the fault or negligence of the
Contractor. If the failure to:perform is caused by the default of a
subcontractor, anc if such default arises out of causes beyond the control
of both the Contractor and subeontractor, and without the fault or
negligence of either of them, the Cantractor shall not be liable for any
excess costs for failure to perform, unless the supplies or services to
be furnished by the subecontractor were obtainable from other sources in
sufficlent time to permit the Contractor to meet the required delivery
schedule. ' k

(d) If this paragraph (a) of this clause, the Government, in addition
to any other ripghts provided in thisg clause, mey require the Contractor to
transfer title and deliver to the Givernment, in the manner and to the
extent dirccted by the Contracting Officer, (i) any completed supplies, and
(ii) such partially completed supplies and materials, parts, tools, dies,
Jigs, fixtures, plans, drawings, information and contract rights (herein-
aftor called "manufacturing materials"™) as the Contractor has specifi-
cally produced or specifically acquired for the performance of such part
of this contract as has been terminated; and the Contractor shall, upon
direction of the Contracting Officer, protect and preserve property in
possession of the Contractor in which the Government has an interest,
Payment for completed supplies delivered to and accepted by the Goverrnment
shall be at the contract price. Payment for manufacturing materials
delivered to and accepted by the Govermnment and for the protection and
preservation of property shall be in an amount apreed upon by the Con-
tractor and Contraciing Officer; failure to agree to such amount shall be
a dispute concerning a question of fact within the meaning of the clause
of this contract entitled "Disputes,"

(e) If, after notice of termination of this contract under the
provisions of paragraph (a) of this clause, it is determined that the
failure to perform this contract is due to causes beyond the control and
without the fault or negligence of the Contractor or subeontractor pur-
suant to to.the provisions of paragraph (¢) of this clause, such notice of
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default shall be deemed to have been issucd pursuant to the clause of

this contract entitled "Termination for Convenience of the Government,®
and the rights and oblirations of the parties hereto shall in such event
be governed by such clause, Except as otherwise provided in this contract,
this paragraph (e) applies only if this contract is with a military
department v '

(f) The rights and remedies of the Government provided in this
clause shall not be exclusive and are in addition to any cther rights
and remedies provided by law or under this contract.

12, DISPUTES (ASPR 7-103,12)

(a) Except as othirwise provided in this contract, any dispute
concerning a question of fact arising under this contreet which is not
- disposed of by aprcement shall be deecided by the Contracting Officer,
who shall reduce his decision to Writing and mail or othurwise furnish
a copy thereof to the Contractor. The deeision of the Contracting Officcr
shallibe final and conclusive unless, within 30 days from the date of
receipb of such copy, the Contractor mails or othcrwise furnishes to
the Contracting Officer a written apjeal addressed to the Secretary. The
decision of the Secretary or his duly authorized representative for the
determination of such appeals shall be final and conclusive unless
determined by a court of competent jurisdiction to have been fraudulent,
or caprieious, or arbitrary, or so grossly erroneous as necessarily to
imply bad fiath, or not supported by substantial evidence. In connection
with any appeal procceding under this clause, the Contractor shall be
afforded an opportunity to be heard and to offér evidence in support of
its appenl, Pending final decision of a dispute hereunder, the Contractor
shall proceed diligently, with the performence of the contract snd in

(b) This "Disputes" clause does not preclude consideration of law
qQuestions in connection with decisions provided for in paragraph (2) above:
PROVIDED, . That. nothing in this contract shall be construed as making final
the decision of any administrative official, rppresentative, or board
on a question of law,

13. SOVIET CONTROLLED AREAS (ASPR 6-103)

(a) The Contractor shall not acquire for use in the performance
of this contract any supplies or services originating from scurces within
Soviet-controlled areas, as listed in the Schedule of this contract, or
from Hong Kong cr Macaoc, without the written approval of the Contracting
Officer,

(b) The Contractor agrces to insert the provisions of this clausc,
including the Soviet-controlled arcas listed in the Schedule and this
subparagraph (b), in all subcontracts hercunder.
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1L, EIGHT-HOUR LAW OF 1912 (ASPR 12-303.1)

This contract, to the extent that it is of a character specified in
the Eight-Hour Law of 1912 as amended (LO U. S. Colde 32U~326) and is not
covered by the Walsh-Healy Public Contracts fct (L1 U. S. Code 35-45),
is subJect to the following provisions and exceptions of said Eight-
Hour Law of 1912, as amended, and to all other provisicns and excepticns
of sz2id Laws '

No laborer or mechanic doing any part of the work comtemplated by
this centract, in the employ of the Contractor or any subeontractor con-
tracting for any part of the said work contemplated, shall be required
or permitted to work more than eight hours in any onc calendar day upon
such work, except upon the conditicn that compensation is paid to such
laborer cr mechanic in accordance with the provisions of this clause.

The wapes of every laborer and mechanic employed by the Contractor or
any subcontroctor engaged in the performance of this contract shall be
computed on a basic day rate of eight hours per day; and work in excess
of eight hours per day is permitted only upon the condition that every
such laborer and mechonic shall be gompensated for all hours worked in
excess of eight hours per day at not less than one and one-half times

the basic rate of pay. For each viplation of the requirements of this
clause a penalty of five dollers shall be imposed for each laborer or
mechanic for every calendar day in which such employce is required or
permitted to labor more than eight hours upon said work without receiving
compensation computed in accordance with this clause, and all penaltics
thus imposed shall be withheld for the use and benefit of the Government,

15. WALSH-HEALY PUBLIC CONTRACTS ACT (ASPR 12-60k mod)

If this contract is for the manufacture of furnished of materials,
supplies, articles or equipment in an amount which excceds or may exceed
$10,000 and is otherwise subject to the Walsh~Healey Publie Contracts
Act, as amended (41 U. S, Code 35-U5), there are hereby incorporated
by rcforence all representations and stipulaticns required by said Act
and regulations issued thercunder by the Secrctary of Labor, such
representations and stipulations being subject to all applicable rulings
and interpretations of the Secretary of Labor which arc now cr may
hercafter be in effect, "except that the Contractor shall not be required
to incluce this clause in subcontracts issued hercunder when the
inclusion of this clause in a subcontrrct would jeopardize or conflict
with the scecurity considerations established in connection with this contract.

16, NONDISCRIMINATION IN EMPLOYIENT (ASPR 12-802 mod)

(a) In connection with the performance of work under this contract, the
Contractor agrees not to discriminate against any employee or applicant
for employment because of race, rcligion, color, or national origin. The
aforesaid provision shall include, but not be limited to, the following:
employment, upgrading, demotion/or transfer; recruitment or recruitment
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advertising, layoff or termination; rates of pay or other forms of
cempensations and selection for training, including apprenticeship,

The Contractor agrees to post hercafter in conspicuour places, available
for employees and applicants fpr employment, notices to be provided

by the Contracting Officer setting forth the provisions of the
nondiscrimination elause. B

(b) The Contractor further agrees to insert the foregoing nrovision
in all subcentracts hereuncer, except subcontracts for standard com-
mercial supplies or rau matorials,"snd except as insertion of the fore-
going provision in a subcontract wollld jecpardize cr conflict with the
security considerations establighed in connection with this contract. ™

17. OFFICIALS NOT TO BENEFIT (ASPR.7—103.19)

No member of or delegate to Congress or rcsident commissicner, shall
be admitted to any share or part of this coritract, or to any benefit that
may arise therefrom; bitt this provision shall not be construed to expend
to this contract if merd with a corporation for its general benefit.

18, COVENANT AGATIMST CONTINGENT FELS (ASPR 7-103.20)

The Contractor warrants that no person or selling agency has been
employed or retained to solicit or pecurc this contract upon an agreement
or uncderstanding for a commission, percentage, brokerage, or contingent
fee, excepting bona fide employces or bona fide established commercial
or selling apenciecs maintained by the Contractor for the purpose of
securing business, For brench or viclation of this warranty the Government
shall have the richt to annul this contract without liability or in its
discretion to deduct from the contract price or consideration, or otherwise
recover, the full amount of such commission, perccntage, brokerape, or
contingent fec,

19. TFRMINATION FOR CONVENIENCE OF THE GOVERNMENT (ASPR 8-701)

(2) The performance of work under this contract may be terminated by
the Government in accordance with this clause in whole, or from time to
time in prrt, whenever the Contracting Officer shall determine that such
termination is in the best interests of the Government. Any such
tormination shall be effectod by delivery to the Contractor of a Notice
of Termination specifying the extent to which performance of work under
the contract is terminated, and the date upon which such termination be-
comes effective,

(b) After receipt of a Notice of Terminaticn, and except as othere
wise directed by the Contracting Officer, the Contractor shall (1) stop
work under the contract cn the date and to the extent specified in the
Notice of Termination; (2) place no further orders or subcontracts for
materials, services, cor facilities cxeept as may be necessary for cempletion
of such portion of the work under the contract as is not terminated;
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(3) terminate all orders ~nd subcontrocts to the oxtent that they relate
te ther performance of work terminated by the Notice of Terminationg
(h) assign to the Government,in the manner, at the times, and to the
extent directed by the Contracting Officer, all of the rignt, title and
interest of the Contractor under the orders and subcontracts so terminated,
in which case the Govermment sHall have the right, in its discretion, to
settle or pay any or all claimg arising out of the temination of such
orders gnd subcontract; (5) settle all outstanding liabilities and all
claims arising out of such termination of orders and subcontracts, with
the approval or ratification of}the'Contracting Officer, to the extent
he may require, which approvel’ or ratification shall be final for all
the purposes of this clause; (6) transfer titled and deliver to the Govern-
ment, in the manner, at the times, anc to the extent, if any, directed by_
the Contracting Officer, (i) the fabricated or unfabricated parts, work in
brecess, completed work, supplies, and other material produced as a part of,
or acquired in connection with the performanee of, the work tcrminated by
the Notice of Termination, and (ii) the completed or partially completed
plans, drawings, informationy; and other property which, if the contract had
been completed, would have been required to be furnished to the Government;
(7) use its Lest efforts to sell, in the manner, at the times, to the
extent, and at the price or prices directed or authorized by the Contracting
Officer, any property of the types referred to in provisicn (6) of this
paragraph, PROVIDID, however, that the Contract (i) shall not be required
to extend credit to any purchaser, and (ii) may acquire any such
property under the conditicns preseribed by and at a price or prices
approved by the Contracting Officery and provided further that the procecds
of any such transfer or disposition shall be applied in reduction of any
payments to be made by the Govermment to the Contractor under this Contract
or shall otherwise be credived to the price or cost of the work covered b
this contract or paid in such other tmonner as the Contracting Officer may
direct; (3) complete performance of such part of the work as shnll not have
been terminstod by the Notice of Termination; and (9) take such action as
may be necessary, or as the Contradting Officer may direct, for the pro-
tection and preservation of the property related to this contract which
is in the possession of the Contractor and in which the Government has or
may acquire an interest. At any time after expiration of the plant
clearance period, as défined in Section VI1I, Armed Services Procurcment
Regulation, as 1t may be amended from time to time, the Contractor may
subnit to the Contracting Officer o list, certified as to quantity and
quality, of any or all items of termination inventory not previcusly dis-
posed of, cxclusive of items the disposition of which has been directed or
autherized by the Contracting Officer, and may request the Govermment to
remove such items or enter into a storage aprcement covering them, Not
ater than fifteen (15) days therenfter, the Government will accept title
to such items and remove thenm or cnter into a storage aprecment covering
the same, PROVIDED that the list submitted shall be subject to verification
by the Contracting Officer upon removal of the items, or if the items are
stored, within forty~five (L5) days from the date of submission of the list,
and any nceessary adjustment to correct the list as submitted shall be made
prior to final settlement.
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(¢) After recelpt of a Notice of Termination, the Contractor shall
submit to the Conmtracting Officer its tcrmination claim, in the form nnd
with the certification preseribed by the Contracting Officer. Such claim
shall be submitted promptly but in no event later than two ycars from the
effective date of termination, unless one or more extensions in writing
are granted by the Contracting Officer; upon request of the Contractor
made in writing within such tWosyear period or authorized extension thereof.
Hewever, if the Contracting Ofificer determines that the facts justify
such action, he may receive and act upon any such termination claim at any
time after such two=year peiod, or any extension thereof. Upon failure
of the Contractor to submit its termination claim within ‘the time allowed,
the Contracting Officer may determine, on the basis of information
available to him, the amount, if any, due to the Contractor by reason of
the termination and shall thereupon pay tc the Contractor the amount so
determined,

(a) Subject to the provisions of parapraph (c), the Contractor and
the Contracting Officer may agree upon the whole or any part of the amount
or amounts to be paid to the Contragtor by reason of the tobal or partial
termination of work pursuant to this clause, which amcunt or amounts
may include a reascnable allowance for profit on work done., The contract
shall be amended accordingly, and the Contractor shall be paid the apreed
amount, Nothing in paragraph (e) of this clause, prescribing the amount
to be paid to the amount to be paid to the Contractor in the cvent of
failure of the Contractor and the Contracting Officer to agree upon the
whole amount to be paid to the Contpractor by reason of the termination of
work pursuant to this clause, shall be deemed to limit, restrict, or
otherwise determine or affech the amount cr amounts which may be agreed
upon to be paid to the Contractor pursuant to this paragraph (d).

te) In the event of the foilure of the Contractor and the Contracting
Officer to agree as provided in paragraph (d) upon the whole amount to be
paid to the Contractor by reason of the termination of work pursuant to
this clause the Contracting Officer shall determine, on the basis of in-
formation available to him, the amount, if any, due to the Contractor by
reason of the tcrmination and shall pay to the Contractor the amounts
determined as follows:

(1) For ccmpleted supplies accepted by the Government (or sold or
acquired as provided in paragraph (b) (7) above) and not theretofore paid
for, a sum equivalent to the ageregate price for such supplies computed in
accordance with the price or prices specified in the contract, appropri-
ately adjusted for any saving of freight or other charges;

£2) The total of--

(i) The costs incurred in the performance of the work terminated,
including initisl costs and preparatory expense alloeable thereto, but
exclusive of any costs attributable to supplies paid or to be paid for
under paragraph (e) (1) hereof';
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(i1)  The cost of scttling and paying claims arising out of the
termination of work under subcontracts or orders, as provided in
paragraph (b) (5) above, which are properly chargeable to the terminated
portion of the contract (exclugive of amounts paid or payable on account
of supplics or materials declivered or services furnished by subcontractors
or vendors prior to the effective date,.of the Notice of Termination,
which amounts shall Le included in the costs payable under (i) above).

(1ii) 4 sum equal to 2% of that part of the amount determined under
(i) which represents the cost of articles and materials not processed by
the Contractor, plus a sum equal tq 8% of the remainder of such amcunt
but the aggregate of such sums shall not exceed 6% of the amount determined
under subdivision (i) above, which amount for the purpose of this sub-
division (iii) shall exclude any charges for interest on borrowings;
provided, however, that if it appears that the Contractor would have
sustained a loss on the entire contract had it been completed, no profit
shall be included or allowed under this subdivigion (iii) and an appropri-
ate adjustment shall be mede reducing the amount of the settlement bo
reflect the indicated rate of loss,

(3) The reasonable costs of settlement including accounting, legal,
clerical, and other expenses reaschable necessary for the preparation
of settlement claims and supporting ‘data with respect to the terminated
portion of the contract and for the termination and settlement of sub-
contracts thercunder, together with reasonable storage, transportation,,
and other costs incurred in connection with the protection or disposition
of property allocable to this contract.

The total sum to be paid to the Contractor under (1) and (2) of this
paragraph (e) shall not excced the total contract price as reduced by the
amount of poyments otherwise made and as further reduced by the contract
price of work nct terminated, Except for normal spoilagc, and except to
the extent that the Govermment shall have otherwise expressly assumed the
risk of loss, therc shall be excluded from the amounts payable to the Con-
tractor as provided in paragraph (e) (1) and parograph (e) (2) (i), the
fair volue, as determined by the Contracting Officer, of property which
is destroyed, lost, stolen, or damaged so as to become undeliverable to the
Government, or to a buyer pursuant to paragraph (b)(7),

(f) Any determination of costs under paragraph (c) or (e) hercof shall
be governed by the Statement of Principles for Consideratiocn of Costs set
forth in Part L of Section VIIT of the Armed Services Procurement Regulation,
as in effect on the date of this contract.

(g) The Contractor shall have the right of appeal, under thc clause
of this contract entitled "Disputes,” from any determination made by the
Contracting Officer under paragraphs (c) or (e) above, except that if the
Contractor has failed to submit its claim within the time provided in
paragraph (e) above and has failed to request extension of such time, he
shall have no such right of appeals In any case where the Contracting
Officer has made a determination of the amount due under paragraph (e} or (e)
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above, the Government shall pay to the Contractor the following: (i) if
there is no right of ap,'cal hercinder or if ne timely appeal has been
taken, the amount so determined by the Contracting Officer, or (ii)

if an appeal has becn token, the emount finally determined on such
appeal., ' L

(h) In arriving at the amoprit duc the Contractor under this clause
there shall be daeducted (1) a11 unliquidated advance or other unliquidated
payments oh account theretofore made to the Contractor, (2) any claim
which the Government may have against the Contractor in comnection with
this contract, and (3) the agreed price for, or the proceeds of sale of,
any materials, supplies, or other things acquired by the Contractor or
sold, pursuant to the provisions of this clause, and not otherwise re-
covercd by or credited to the Govermment.

(i) If the termination hereunder be partial, prior to the settloment
of the terminated portion of this contract, the Contractor may file with
the Contracting Officer a reguest in writing for an equitable adjustment
of the price or prices specified in the contract relating to the econtinued
porticn of the contract (the portion not terminated by the Notice of
Termination), and such equitable adjustment as may Le agreed upon shall be
made in such price or prices,

(3) The Govermment may from time to time, under such terms and
conditicns as it may prescerive, make partial payments and payments on
account against costs incurred by the Contractor in conncetion with the
terminated portion of this contract whenever inthe opinion of the Con-
tracting Officer the aggregate of such payments shall be within the amount
te which the Contractor will be entitled hereunder, If the total of
such vpayments is in cxcess of the amount finally agreed or determined to
be due wnder this clause, such excess shall be payable by the Contractor to
the Government upon demand, together with interest computed at the rate of
6% per amum, for the period from the date such excess payment is received
by the Contractor to the date on which such excess 1s repaid to the Govern—
ment g provided, however, that no interest shall be charged with respect to any
Such excess payment attributable to a reduction in the Contractor's claim
by reason of retention or other disposition of termination inventory until
ten days after the date of such retention or disposition,

(k) Unless otherwise provided for in this contract, or Ly applicable
statute, the Contractor, from the effective date of termination and fop
a period of six years after final settlement under this contract, shall
preserve and mnke available to the Government at a13 reasonable times at
the office of the Contractor but without direct charge to the Government,
all its books, records, documents, and other evidence bearing on the costs
and expenses of the Contractor under this contract and relating to the
work terminated hercunder, or, to the extent approved by the Contracting
Officer, photopraphs, micro—photographs, or other authentice repreductions
thercof,
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20. AUTHORIZATION AND CONSENT (ASPR 9-102.1)

The Government herdby gives its authorization and consent (without
prejudice to its rights of indemnification, if such rights are provided
for in this contract) for all use’and manufacture, in the performance of
this contract or any part hereof or any amendment hercto or any subcontract
hereunder (including any lower-tier subcontract), of any patented invention
(i) embodies in the structure or: composition of any article the delivery
of which is accepted by the Government under this contract, or (ii)
utilized in the machinery, tools, or methods the use of which necessarily
results from compliance by the Contractor or the using subcontractor with
(a) specificstions or written vrovisions now or hereafter forming a part
of this contract, or (b) specific written instructions given by the
Contracting Officer directing the manner of performance. The Contractor's
entire liability to the Government for patent infringement shall De
determined solely by the provisions of the indemnity clouse, if any,
included in the contract and the Government assumes iiability for all other
infringement to the extent of the authorization and consent hereinabove
granted, ‘

21. NOTICE iND ASSISTANCE REGARDING PATENT INFRENGEMENT (ASPR 9«10L)

The provisions of this clause shall be applicable only if the amoiint
of this contract is in excess of $5,000.

(a) The Contractor shall report to the Contracting Officer, promptly
and in reasonable written detail, each notice or claim of patent infringe-
ment based on the performance of this contract of which the Contractor
has knowledge.

(b) In the event of litigation against the Govermnment on account of
any claim of patent infringement:arising out of the performance of this
contract or out of the use of any suppslies furnished or work or services
performed hereunder, the Contractor shall furnish to the Government, upon
request, all cvidence and information in possession of the Contractor
pertaining to such litigation. Such evidence and information shall be
furnished at the expense of the Government except in those cases in which
the Contractor has agreed to indemnify the Government against the claim
being assertad.

22, BUY AMERICAN ACT (ASPR 6-10L.5)
(a) In acquiring end products, the Buy American Act (L1 U. S, Code
10 awd) provides that the Govermment pive preference to domestic source

end products. For the purpose of this clause:

(i) T"oomponents" medns those articles, materials, -and Bupgplies, which
are directly incorporated in the end products;

(ii) Yend products" means those articles, matcrials, and supplies,
which are to Lo aequired under this contract for publicjand
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(£1i) a "domestic source end product! means (1) an unnenufactured
end praduct which has beden mined or procuced in the United Statcs and
§5) an end product menufactured in the Mited States if the cost of the
component,e thereof which are mined, produced, or manufacturcc in the
United States exceeds 50 percent of the cost of all its components, For
the purposes of this (a)(iii)(B), components of foreign origin of the same
type or kind as the products referrcd to in (b) (ii) or (i3i) of this
clause shall be treated as components mined, procduced, or manufactured in
the United States. '

(b) ‘The Cohtractor aprees that there will be delivered under this
contract only domestic source end vroducts, except end products:

(1) which are for usc oubgide the United States;

(i) which the Government determines are not mined, produced, or
menufactured in the United States in sufficient and reascnably available
commercilal quantities and of a satisfagtory quality;

’ = . L. .
(1ii) as to which the Secretary determines the domestic preference
to be inconsistent with the public interest; or

(iv) as to which the Secretary debermines the cost to the
Government to be unreasonablec.
23« FILING OF PATENT APPLICATIONS (ASPR 9-106)

(a) Before filing cr causing to Be filed a patent application disclosing
any subject matter of this contract, which subject matter is classificd
"Secret" or higher, the Contractor shall, citing the thinty (20) day
provision below, transmii the proposed application to the Contracting
Officer for determination whether, for reascns of naticnal security, such
application should be placed under an order of secrecy cr sealed in
accordance with the provisions of 35 U, S, Code 181~188 or the issuance
of a patent should be otherwise delayed under pertinent statutes or
regualtions; and the Contractor shall observe any instructions of the Cone
tracting Officer with respect to the manner of delivery of the patent
application to the U. S, Patent Officer for filing, but the Contractor
shall not be denied the right to file such patent application, If the
Contracting Officer shall not have #iven any such instructions within
thirty (30) days from the date of mailing or other transmittal of the
proposed application, the Contractor may file the applicationi

(b} The Contractor shall furnish to the Contracting Officer, at the time
of or prior to the time when the Contractor files or causes to be filed a
patent application disclosing any subject matter of this contract, which
subject matter is classified "Confidential" a copy of such application for
determination whether, for reasons of national security, such application
should be placed under an order of Secrecy or the issuance of a patent
should be otherwise delayed under pertinent statutes or regulations,
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(¢) 1In filing any pntent anplication coming within the scope of
this clause, the Contractor shall cbserve all applicable security
regulations covering the transmission of classified subject matter.

2o PATENT RIGHTS (ASPR 9-107.1)

(a) 4s used in this clause, the following terms shall have the reenings
set forth Lelow: :

(i) The teorm "Subject Invention!" means by invention, improvement,
or discovery (whether or not patenable) ccnceived cr first actwally
reduced to practice either S

(&) in the performance of the experimental, developmental, or research
work called for or required under . this ccontract: or

(B) ih the performance of any experimental, developmental, or
research work relating to the subject matter of this contract which was
done upen an understanding in writing that a controct would be awardeds
PROVIDED that the term "Subject Invention" shall ncot dnclude any inventicn
which dis specifically identified and listed in the Schedule for the
purpose of excluding it from the license pranted by this clause.

(i1) The term "Technical Personnel” means any person employed by or
working under contract with the Contractor (cother than a subcintractor
whose responsibilities with respect bo rights accruing to the Govermnent
in inventicns arising under subeontracts set forth in {g), (h), and (i)
below) who, by reason of the nature of his duties in ccnnection with the
performance of this contract, would reasonably be expected tc make inventicns.

(1ii) The terms "subcontract" and "subcontractor" mean any subcontract
or subcentractor of the Contractor, and any lower-—ticr subcontract or
subcontractor under this contract.

(b) (1) The Contractor agrecs to and does hereby gr.nt to the
Government irrevocable, nonexclusive, nontransferablc, and royalty-free
license to practice, and cause to be practiced by or for the United States
Government throughout the world, each Subjeet Invention in the manufacture,
use and disposition according to law, of any article or material, anc in
the use of any method. No license granted herein shall convey any right
to the Govermment to manufacture, have manufactured, or use any Subject
Invention for the pumpose of providing sorvices or supplies to the peneral
public in competition with the Contractor or the Contracterts comercial
licenses in the license fields.

{2) With respect to:
{1) any Subject Invention made by other than Technical Personnels
(i1) any Subject Invention coneceived prior to, but first actually

recuced to practice in the course of, any of the experimental, develcpmental,
or research work specified in (a) (i) above; and
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(iii) the practice of any Subject Invention in foreign cowhitries;
the obligation of the Contractor to grant a license as provided in
(b) (1) above, to eonvey title-as provided in (d) (ii) (B) or (d) (iv) below,
ancd to ccdvey foreign tights as provided in (e) below, shall be limited
to the cxtent of the Contractor's right to grant the same withouyt incurting
any obligation to pay royalties or other compensation to others solely
on account:cf said grant. Nothing eontained in this Patent Rights
clause shall be deemed to grant any license under any invention other
than a Subject Invention.

(¢) The Contractor shall furnishc to the Contracting Officer the
following informatdon and reports concerning Subject Inventions which
reasonably appear to be patentable:

(i) a written disclosure promptly after conception or first actual
reduction to practice of each such Invention together with a written state~
ment specifying whether or not a United States patent application elaiming
the Invention has been or will be filed by or on behalf of the Contractor;

(i1) interim reports, at least every twelve months, commencing with
the date of this contract, cach listing all such Inventions conceived or
First actually reduced to practice more than three months prior to the
date of the report, and not listed on a prior interim report, or certifying
that therc are no such unreported Inventions; and

(iii) prior to final settlemqﬁt of this contract, a final report
listing all s uch Inventions inclucding all those previously listed in
interim reports.

(1) In ccnnection with each Subject Invention referred to in
(c) (i) above, the Contractor shall do the follewing:

(1) if the Contractor specifies that a United States patent
application claiming such Inventicn will' be filed, the Contractor shall
file or cause to be filed such application in due form and time; however,
if the Contractor, after having specified that such an application would
be f iled, decides not to file or cause to be filed said application, the
Contractor shall so notify the Contracting Officer at the earliest practica-
ble date and in any event not later than eight months after first publica-
tion, public use or sale.

(ii) if the Contractor specifies that a United States patent appli-
cation elaiming such Invention has not been filed and will not be filed
(or having specified that such an application will be filed thereafter
notifies the Contraecting Officer to the contrary), the Contractor shall:

(A) inform the Contracting Officer in writing at the earliest
practicakle date of any publiecation of such Invention made by or known to
the Contractor or, wherc applicable, of any combemplated publication by
the Contractor, stating the date and identity of such publication or
comtemplated publication; and
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(B) convey to the Government the Conbrector's crbire rieht, titls, and
interest in such Invention by delivering to the Contracting Officer upcn
written request such duly cxecuted instrunents (prepared by the Government)
of assignment and application, and such other barpers as are decmed
necessary to vest in the Government the Contrector's right, title, anc
interest aforesaid, and the ripht to apply for and prosccute patent
applications covering such Invention throusheut the world, suliject, how-
ever, to the richt of the Contractor speeificd in fe¢) below tc file
foreign applicaticns, and subject further to the reservation of a ncn-
exclusive and rpyalty-fres license to the Contrector {(and to its
existing and future associated and affiliated companies, if any, within
the corporate sthructurc of which the Coentractor is a pert) which Licensc
shall be assignalile to the suceusscer of that part of the Controctor's
business to which such Invention pertains;

(1ii) the Contractor shall furnish promptly to the Contracting Officer
on reqires an irrevocablc power of attormey to inspect and make copics of
cach United States patent applicaticn filed by or on behalf of the

Contractor covering any such Inventions

(iv) In the event the Contractor, or thosc other than the Government
cerdving rights from the Contractsr, cleets not to eontinue prosceuticn of
any such United States patent application filcd by or on behalf of the
Contractor, the Contractor shall so notify the Contracting Officer not less
than sixty days before the expiration of the response period and, upon
written request, deliver to the Contracting Officer such duly cxecuted
instrunents (prepared by the Government) as are deemed neccssary to vest
in the Government the Contractor's entirc right, title, and interest in
such Invention and the application, subject to the reservation as
specified in (d) (ii) above; and

(v) the Contractor shall deliver to the Contracting Officer dulz
executed instruments fully confirmatory of any license rights herecin
agreed to be granted to the Government.,

(¢)  The Controc ory or those other than the Government deriving
rights from the Contrzeter, shall have the exelusive rights to file
applicaticns on Subject Inventions in each foreipn country within:

(1) nine months from the date a corresponding United States
application is filed

(3i) six months from the date permission is granted to fiie foreign
applications where such filing had been prohibited for Securlty reasons; or

(iii) sueh longer period as may be approved by the Contracting Officer.
The Contractor,shall, upon written request of the Contracting Officer,
convey to the Government the Contractor's entire right, title, and interest
in each Subject Taventicn in each foreign country in which an application
has not been filed within the time above specified, subject +to the
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reservation of a non-exg¢lusive and royalty=free license to the Gentractor
together with the right of the Contractor to grant sublicenses, which
license and right shall be assignable to the successor of that part of
the Contractor!s business to which the Subject Invention pertains,

(f) If the Contractor fails to deliver to the Contracting Officer the
interim reports required by (c)(ii) above, or fails to furnish the written
disclosures for all Subject Inventdons requircd by (c) (i) above shown
to be due in accordance with any interim report delivered under (c)(ii)
or otherwise known to be unreported, there shall be withheld from payment
until the Contractor shall have corrected such failures either ten percent
(10%) of the amount of this cantract, as from time to time amended, or
five thousand dollars ($5,000}, whichever is less, After payment of eighty
percent (80%) of the amount of this contract, as from time to time amended
payment shall be withheld until a reserve of eithér ten petcent (10%) of
such amount, or five thousand dollars (45,000), whichever is less, shall
have been set aside, such reserve cr balance thereof to be retained until
the Contractor shall hove furnished to the Contracting Officer:

(1) the final report required by (c) (iii) =bove;

(ii) written disclosures for all Subject Inventions required by (c)
(1) above which are shown to be dpe in accordance with interim reports
delivered under (c)(ii) above or in accordancc with such final re-
ports or are otherwise known to be unreporbed; and

(1ii) the information as to any subcontractor required by fh) below,
The maximum amount which may be withhold under this paragraph (f) shall
not excecd ten percent (10%) of the amount of this contrect or five
thousand dollars (}5,000), whicheyer is less, and no amount shall Le
withheld under this paragraph (f) 'when the amount specified by this
paragraph (£) is being withheld under other previsions of this controct.
The withholding cf any amount or subsequent payment thercof to the
Contractor shall net bLe construed as a waiver of any rights accruing to
the Government under this contract. This paragraph (f) shall not be
construed as requiring the Contractor to withhold any amounts from a
subcontractor to enforce compliance with the patent provisicns of a sub-
contract,

(¢) The Gontractor shall exert all reasonable effort in negotiating
for the inclusion of this Patent Rights clause in any subcontract hereunder
of three thousand dollars ($3,000) or more having cxperimental, developmen-
tal, or rescarch work as one of its purpeses. In the event of rcfusal
by a subcontractor to accept the Patent Rights clause, the Contractor shall
not proceed with the subecontract without written authorization of the
Contracting Officer,and upon obtaining such authorization, shall cooperate
with the Government in the negotiation with such subcontractor of an
acceptable patent rights clause; PROVIDED, however, that the Contractor
shall in any event rcquire the subcontractor to grant to the Government
patent rights under Subject Inventions of no less scopec and on no less
favorable terms than those which the Contractor has under such subcontracts,
except that in no event shall the subcontractor be required to grant to the
Government patent righgs in excess of those hercin agreed to be Franted to
the Government by the Contractor, :
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(h) The Contractor shall, at the earliest practicable date, notify
the Contracting Officer in writi g of any subcontract containing a patent
rights clause, furnish the Contracting Officer a copy of such clause, and
notify the Contracting Officer when such subcontract is completed., It is
urderstood that with respect to such subeontract clause, the Government
is a thlrd party beneficiary, amd the Contractor hereby assigns to the
Government all the rights that the Contractor would have to enforce she
subcontracter's obligations for the benefit of the Government with respect
to Subject Inventions. The Contractor shall not be obligated to enforce
uile agreements of any subcontractor hereunder relating to Subject Inventions.

(1) Wheh the Contractor shows that it has been delated in the
performance of this contract by reason of its inability to obtain in
azcordance with (g) above a suitable patent rights clause from a qualified
subcontractor for any item or service required under this contract for
wiich the Contractor itself does not have available facilities or qualified
persomiel, the Contractor's delivery dates shall be extended for a periocd
of time equal to the duration of such delay; and, upon request of the
Contractor, the Contracting Officer shall determine to what extent, if any,
an additional extension of the delivery dates and an increase in contract
prices Based upon additienal costs incurred by such delay are proper under
the circumstances; and the contract shallbe modified accordingly. If
the Coptractor, after exerting all reasonsble effort, is unable to obtain
& gualified subcontractor as set forth above, the Contractor may submit
to the Contracting Officer a written request for waiver or modification
of the requirement that a suitable patent rights clause be included in the
subcontract,

Such request shall specifically state that the Contractor has used
all reasonable effort to obtain such qualified subcontractor, and shall
cite the waiver or termination provision hereinafter set forth., If,
within thirty-give (35) days after the date of receipt of such request
for a waiver or modification of said requirement, the Contracting @fficer
#hall fail to deny in writing such request, the requirement shall be
deemed to have been waived by the Govermment. If within such period the
Coatractor shall receive a writtendenial of such request by the Contracting
Otficer, this contract shall thereupon automatically terminate and the
rights and oblifations of the parties shall be governed by the provisions
of' the clause of this contract providing for termination for the convenience
of the Goverrnment,

25. REPORTING OF ROYALTIES (ASPR 9-110 rod. )

The provisions of this clause shall be applicable only if the amount
c¢f the contract is in excess of $50,000,

(2) The Contractor shall report in writing (in quadruplicate) to
the Contracting Officer as soon as practicablie after execution of this
contract whether or not any royalties in excess of $250 have been paid or
are to be paid by the Contractor directly to any person or firm in cormmection
with the performance of this contract., If royalties in excess of $250 have
been paid or are to be paid to any person or firm, the report shall include
the following items of information with respect to such royalties (including
the initial $250)
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1) The name and address of each licensor to whom royalties in excess
of $250 have b&en paid or are to be paid,

(2) The patent numbers, patent application serial numbers (wi?h
filing dates), or other identification of the basis for such royalties,

(3) The manner of computing the royalties consisting of (i) a
brief identification of each royalty-bearing unit or process, (ii) the
total amount of royalties, and (iii) the percentage vate or dollars and
cents amount of royalties on each such unit or process; PROVIDED, that
if the royalties cannot be computed in terms of units or dollars and
cenbs value, then other dats showing the manner in which the Contractor

coamdutes the royalties.

(b) In lieu of furnishing a report under parapraph {a), the Con=
tractor may furnish a single, consolidated report Sor each accounting
pericd of the Contractor during which the Contractor has contracts with
the Governmeht, provided the Contractor has requested and obtained the
prior written approval of the ............%. OSuch consolidated report
shall be furnished, when the furnibhing thereof has been approved, in
the nuaber of copies as approved, as soon as practicable after the closb
of the accounting period covered by the report. Such consolidated report
shallbe made in accordance with Contractor's established accounting practice
and shall include, for the accounting period, the total amount of royalties
accruing to each licensor at a rate in excess of $1,000 per annum on the
Contractor's over~-all b%siness, together with (i) the name and address
of each such licensor, \ii) the patent numbers, patent application serial
numbers (with filing dates), or other identification of the basis for such
royalties, (iii) a brief description of the subject matter of the license
uider which royglties are charged, (iv) the percentage rate or unit amount,
or if the royalties do not accrue by rate or unit amount, such other data
ehowing the manner by which the royalties accrue to licensor, and (v) an
estimate or approximation (without detailed accounting) of the portion
of such royalties that may be attributable to Govermnment contracts. The
Contractor shall, if requested by the Government, furnish at Government
erpense a more detailed allocation of such royalty payments attributable
to Government contracts,

(¢) In the event that the Contractor requests written approval to
furnish consolidated reports under paragraph (b) above, the Contracting
Officer snall promptly consider the request and furnish to the Contractor
a letter stating whether or not the request is approved and, notwithstanding
any: such approval, the Contracting Officer shall have the right to question
any such subseguently fuinished report as to accuracy or completeness of
data and ask for additional information. The Contractor shall furnish a
cony of such letter of approval to the Contracting Officer administering
this contract.

(d) After payment of elghty percent (80%) of the amount of this
contract, as from time to time amended, further payment shall be withheld
until a reserve of either (1) ten percent (10%) of such amount or (ii)
$5,000, whichever is less, shall have been set aslde, such reserve or the
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balance thereof to be retained until the Contractor shall have furnished
to the Contracting Officer the report called for by paragraph (a)hereof
or the copy of the letter approving the Contractor's request to furnish
the report under paragraph (b); PROVIDED, that no amount shall continue

to be withheld from payment for the causes gpecified in the paragraph (d)
if the Contracting Officer shall £ind that the Contractor has not been
furnished a letter as requited by paragraph (c) within a reasonable time
after making written request $o submit a single, consolidated report under
the provisions of paragraph (b) of this clause; and PROVIDED further that
the Contracting Officer may, in his discretion, order payment to be with-
held in the amount and manner above provided if the report called for by
Paragraph {a) is unsatisfactory or if the report called for by paragraph
(b) is due but has not been received, or if received, is found to be
unsatisfactory. No amount shall be withheld under this paragraph when
the minimum amount specified by this paragraph is being withheld under
other provisions of thik contract, The withholding of any amount or
subsequent payment thereof to'thé Contractor 5hall not be construed as a
waiver of any right accruing to the Government under this contract,

26, RIGHTS IN DATA - UNLIMITED qlSPR 9-203,1)

(a) The term "Subject Data" as used herein includes writings, sound
recordings, pictorial reproductions, drawings or other graphical repre-
sentations, and works of any similar nature (whether or not copyrighted)
which are specificd to be delivered under this contract. The term does
not include financial reports, cost analyses and other information
incidental to contract administration,

(b) Subjeat to the proviso qf (c) below, the Government may duplicate,
use, and disclose in any manner a%d for any purpose whatsoever, and have
others so do, all Subject Date deTivered under this contract.

(c) The Contractor agrees to and does hercby grant to the Government,
and to its oflicers, agents, and employees acting within the scope of
their official duties, a royalty-free, non-exclusive and irrevocable license
throughout the world, to publish, translate, reproduce, deliver, perform,
dispose of, and to authorize others so to do, all Subject Data now or
hercafter covered by copyright; PROVIDED that with respect to such Subject
Data not originated in the performance of this contract but which is incor-
porated in the work furnished under this contract such license shall be
only to the extent that the Contactor, its employees, or any individual or
concern specifically employed or assigned by the Contractor to originate and
Prepare such Data under thiscontract, now has, or prior to completion or
final settlement of this contract may acquire, the right to g rant such
license without becoming liable to pay compensation to Lothers solely
because of such grant,

(d) The Contractor shall exert all reasonable effort to advise the
Contracting Officer, at the time of delivery of the Subject Date furnished
under this contract, of all invasions of the right of privacy contained
therein and of a1l portions of such Data copied from work not composed or
produced in the performance of this contract and not licensed under this
clause,
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(e) The Contractor shall report to the Contracting Officer, promptly
and in reasonablc written qetail, cach notice or claim of copyright
infringement reccived by the Qentractor with respect to 211 Subject
Data delivered under this contract.

(f) Nothing contained inﬁth;s clause shall imply a license to the
Government under any patent or be construed as affecting the scope of
any license or othcr right otherwise granted to the CGovernment under any
patent, <

(g) The Controctor shall not affix any restrictive markings upon
any Subject Dats, and if' such markings are affixed, the Governmept shall
have the right at any time to modify, remove, obliterate or fgnofre any
such marking.,

27. MILITARY SECURITY REQUIREMENTS (ASPR 7-10L.42)

(a) The provisions of this clause shall apply to the extent that.this
contract involves access to security information classifged "Confidential"
including ”Condidential——Modifieg Handling Authorized" or higher.

(b) The Government shall notify the Contractor of the security
classifeation of this contract and the elements thereof, and of any
subsequent revisions in such Secyrity classifdication, by the use of a
Security Requirements Check List <«(DD Form 254).

(¢) To the extent the Government has indicated as of the date of
this contract, or thereafter indicates, security classification under this
contract as provided in paragraph (b) above, the Contractor shall safe-
guard all classified elements of this contract and shall provide and
maintain a system of security controls within its own organization in
accordance with the requirements of: :

(1) the Security Agreement (DD Form Lh1), including the Department of
Defense mdustrial Security Manual for Safeguarding Classified ‘nformation
as in effect on date of this contract, and any modification to the
Security Agreement for the punpose of adapting the Manual to the Cone
tractor's business; and

(ii) any amendments bo daid Manual made after the date of this contract,
notice of which has been furnished to the Contractor by the Security Office
of the Military Department having seccurity cognizance over the facility.

(d) Representatives of the Military Department having security cog-
nizance over the f acility and representatives of the contracting Military
Department shall have the right to inspect at reasonable intervals the
procedures, methods, and facilites utilized by the Contractor in complying
with the sccurity requirements under this contract. Should the Government,
through its authorized representative, determine that the Contractor has not
complied with such requirements, the Government shall inform the Contractor
in writing of the proper actions to be taken in order to effect compliance
with such requirements,
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(e) If, subsequent to the date of this contract, the security
clagsification or requircments under this contract are changed by the
Goverrment as provided in this clause and the security costs under this
controct are thereby increased or decreased, the contract price shall be
subject to an equitable adjustment by reason of such increased or decreased
costs. Any equitable adjustment shall be accomplished in the same manner
as if such changes were directed under the YChanges" clause in this contract.

(f) The Contractor sgrees to insert, in all subcontracts hereundor
vhich involve access to clascifiled security information, provisions which
shall conform substantially to the longuage of this cleuse, including this
paragraph (f) but cxcluding the l~st sentence of paragraph (e) of this

nlnusa,

() "The Contbactor also agrees that it shall dctermine that any
subcentrator propsed by it for the furnishing of supplies and services
which will involve access to classificd information in the Contractor's
custody has been gronted an appropriste facility security clearence, which
is still in effect, prior to being accorded access to such classified
information,.

28, UTILIZATION OF SMALL BUSINESS CONCERNS (ASPR 7-10lL.1lL)

{a) It is the policy of the Govermment as declared by the Congress
that a fair proportion of the purchases and contracts for supplies and
services for the Government be placed with small business concerns.

(b) The Contractor agrees to accomplish the maximum amount of subcone-
tracting to small business concerns that the Contractor finds to be
consistent with the efficdént performance of this contract.

29, EXAMINATION OF RECORDS (ASPR 7-104.15 mod.)

(a2) The Contractor agrees that the Contracting Officer oy any of
his duly authorized representatives shall, until the expiration of three
vocrs after final payment under this contract, have access to and the right
o examine any directly pertinent books, documents, papers and records of
the Combractor involving transactions rclated to this contract.

(b) The Contractor further agrecs to include in all his subcontracts
hereunder a provision to the effect that the subcontractor agrees that
the Contracting Ufficer or any of his duly authorized representatives shall,
until the expiration of three years after final payment under the sub-
contract, have access to and the right to examine any directly pertinent
bocks, documents, papers, and records of such subcontractor involving
transacvions related to the subcontract. The term "subcontract" as used
in this clause excludes (i) purchase orders not exceeding $1,000 and
(1i) suvcontracts or punchase orders for public utility services at
rates established for uniform applicability to the general public.
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30, OGRATUITIES ‘(ASPR 7-10L.16)

(2) The Govermment may, by written notice to the Contractor,
terminate the right of the Contractor to proceed under this contract
if it is found, after notice and hearing, by the Secretary or his duly
authorized representative, that gratuities (in the form of entertainment,
gifts, or otherwise) were offered or given by the Contractor, or any
agent or representative of the Contractor, to any officer or employee of
the Government with a view toward securing a contract or securing favorable
treatment with respect to the awarding or amending, or the making of
any determinations with respect to the performing of such contract;
PROVIDED, that the existence of the facts upon which the Secretary or
his daly authorized representative makes such findings shall be in
isste and may be reviewed in any competent court.

(b) 1In the event this contract is torminated as provided in paragraph
(a) hereof, the Government shall be entitled (i) to pursue the same
remodies against the Contrioctor as it could pursue in the event of a
breach of the contract by the Contractor, and (ii) as a penalty in addition
to any other damages to which it may be entitled by law, to exemplary
damages in an amount (as determined by the Secretary or his duly authorized
representative) which shall be not less than three nor more than ten times
the ¢osts incurred by the Contractor in providing any such gratuities
to any such officer or employce.

(¢) The rights and remedies of the Government provided in this
clause shall not be exelusive and are in addition to any other rights
and remedics provided by law or under this contract.

3. CONVICT LABOR (ASPR 7-10L.17)

In connection with the performance of work under this contract,
the Contractor agreecs not to employ any person undergoing sentence of
imprisonment at hard lahor.,.

32, NOTICE TO THE GOVURN'ENT OF LABOR DISPUTES. (ASPR 7~105.3)

Whenever the Contractor has knowledge that any actual or potential
lebor dispute is delaying or threatens to delay the timely performance of
this contradt, the Contractor shall immediately give notice theredf,
including all relevant information with respect thercto, to the Contracting
Officer.,

33. MATERTEL INSPECTION AND RECEIVING REPORT (ASPR 7-105.7)

At the time of each delivery under this contract the Contraector shall
preparc and furnish to the Government, in the mamner and to the extent
required by the Contracting Officer, a Materiel Inspection and Receiving
Report (DD Form 250 or comparable form). The government shall furnish
the wequired forms to the Contractor upon request.
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3L, SUBCONTRACTS (AFPI 7-4030)

No contract shall be made by the contractor with any other party
for furnishing any of the completed or substantially completed articles,
spare parts, or work, herein contracted for, without written approval
of the Contracting Officer as to sources.

35, SUBCONTRACTS (AFPI 7-La.o_},i2)

If this contract provides for price redermination, the following
additional provisions shall apply to subcontracts:

(a) The Contractcr shall give specific advance notification to
the Contracting Officer of any proposed subcontroct hereunder which (1)
is on a cost or cost-plus-a-fixgd-feec basis, or (2) is on a fixed-price
basis exceeding in dollar amount cither 425,000 or five percent (5%)
of the total amount of this contract.

(b} The Contractor shall not, without the prior written cconsent of
Contracting Officer, place any subcontract which (1) is on a cost or cost-
plus-a-fixed-feec basis, or (2) is on a fixed-price basis exceeding in
dollar amount either $25,000 or five (5%) of the total amount of this
contract or (3) provides for the fabrication, purchase, rental, installation
or other aequisition, of any item of industrial facilities, or of special
tooling having a value in excess of %1,000,or (L) is on a time~and-material
or labor-hour basis. The Contracting Officer may, in his discretion, ratify
in writing any such subcontract; such action shall constitute the consent
of the Contracting Officer as required by this paragraph (b).

(¢) The Contractor agrees that no subcontract placed under this
contract shall provide for payment on a cost-plus-a~percentage-of-cost
basis.,

(d) The Contracting Officer may, in his discretion, specifically
approve in writing any of the provisions of a subcontract., However, such
approval or the consent of the Contracting Officer obtained as required
by this clause shall not be construed to constitute a determination of the
acceptability of the subcontract price, unless such approval specifically
provides that it constitutcs a determination of the acceptability of the
subcontract price.

(e) The Contracting Officer may approve all or any part of the
Contractor's purchasing system and from time to time rescind or reinstate
such approval. OSuch approval shall be deemed to fulfill the requirements
for obtaining the Contracting Officer's consent to subcuntracts as
prescribed in paragraph (b) abowve,

36. AIRCRAFT IN THE OPEN (ASPR 16-L0L)

(a) Subject to the definitions and limitations preseribed in this
clause, the Government assumes the risk of damage to or loss or «destruction

of aircrafts in the open; PROVIDED, that such damage, loss, or destruction
is caured by any of %he’following’perils: 4 &% ?
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(i) Fire, lightning, windstorm, cyclone, tornado, hail; explosion;
riot, rict attending a strike; civil commotion, vandalism and malicious
mischief; sabotage; airdraft or objects falling therefrom; ¥ehicles
rumning on land or tracks, exgtuding vchicles owned or operated by the
Contractor or any agent or employée of the Contractor; smoke; earthquake
or voleanic eruption; flood, meaning thereby rising of a body of water;
hostile or warlike action, including action in hindering, combating, or
defending against an actual, impending or expected attack by any government
or soveredgn power (de jure or de facto), or by any authority using military,
naval, or air forces, or by any agent of any such govermment, power,
authority, or forces; or

(ii) Other peril of a type not listed above, if such other peril is
customarily covered by instrance (or by a reserve for self-insurance) in
accordance with the normal practice of the Contractor, or a provailing
practice in the industry in which the Contractor is engaged with respect
to similar property,

(b) . For purposes of this clausez

(1) The term MAirerafth megns the aircraft to be furnished to the
Govermment under this contract, including complete aircraft; and aircraft
in the course of manufacture op modification, including engines, instru-
ments, subassemblies, parts, and cquipment installed therein, or in
process of installation, and all uninstalled property withdmawn from
stores for installation in alrerdaft in the open or temporarily removed
from such alrcraft, provided such uninstalled property is in the open,

(31) The term ™in the open" means located wholly outside of
buildings or roofed structures,

(¢) The Govermment's obligation udder this clause shall extend only
to aircraft in the open under conditions apsroved by the Contracting Officer,
and shall not extend to the follewing:

(i) loss, destruction, or damage resulting from failure &f the
Contrastor, due to willful misconduct or lack of good faith of any of
the Contractor'ts managerial personnel, to maintain and administer a program
for the maintenance,,repair, protection, and prescrvation of aircraft in
the open, in accordance with Sound industrial practice. The term
"Contractor's managerial personnel" means the Contractor!s directors, officers,
and any of its managers, superintendents, or other cquivalent representatives
who have sppervision or direction of all or substantially all of the
Contractorts business, or all or substantially all of the Contractor's
operation at any one plant or separate location at which this contract is
performed, or a Spparate and complete major industrial operation in
connection with the performance of this contract;

(ii) 1loss, destruction or damage to aircraft in the possession or con-
trol of any subcontractor, cxcept to the extent that the subcontract, with
the approval of the Contracting Officer and consistent with this clause,
may otherwise provide.
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(d) The Contractor warrants that the Gontragt pri?e does nqt and will
not include any charge or reserve for insurance (1nclud1ng self—lgsura?ze
“unds or rescrves) covering damage to or loss or dgstructlon of a%rcra .
in the open caused by any of the perils set forth in paragraph (a) herecf,

(¢) In the event of damage to or loss or destruction of aircraft
in the open, the Contractor shall take all reascnablc steps to protgct
such aircrnft from further damage, separage damaged and undamaged aircraft,
sut all aireraft in the best possible order, and furnish to the Contracting

Officer a statement of:
(i) the lost, destroyed, or damaged aircraft;
(i1) the time and origin of the loss, destruction, or damage;

(iii) 211 known intereste in commingled property of which aircraft
in the open are a part;

(iv) the insurance, if any, covering any part of the intcrest in
such commingled property.

The Contractor shall be reimbursed for expenditures made by it in
performing its cbligations under this peragraph, to the extent approved
by the Contracting Officer and this contreet shall be modified in
wricing accordingly.

(£f) If prior to acceptance by and delivery to the Government any
aireraft in the open is lost, destroyed, or damaged due to any of the
perils set forth in paragraph (a) hereof, the Government may, urless
otherwise provided in this contract, elect to require that such aircraft
be replaced by the Contractor or restored by the Contractor to the condition
in which it was immediately prior to such damage, If the Govermment
requires the aircraft to be replaced or restored, an dquitable adjustment
shall be made in the amount due under this contract and in the time
required for its performance, and this - ceatract shall be modified in
writing accordingly. Alternatively, the Government may elect to terminate
this contract as to any such lost, destroyed, or damaged aircraft, and
in that event the rights of the parties shall be as provided in the clause
entitled Terminaticn for Convenience of the Government,

(g) 1In the event the Coniractor is at any time reimbursed or com-
pensated by any third perscn for any damage to or loss or destruction of
any airsraft in the open caused by any peril set forth in paragraph (a)
hereof for which the Contractor has becn compensated by the Government, it
shall equitably reimburse the Govermment. The Contractor shall do nothing
to prejudice the Governmentls rights to recover against third parties for
any such Inss, destruction or damage &nd, upon the request of the Contracting
Officer, shall at the Government's expense, furnish to the Government all
reasonable assistance and cooperation (including the prosecution of suit and
the cxecution of instruments of assignement or subrogation in favor of the
Government) in cbtaining recovery.,
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(h) Any loss or destruction of, or damage to, property furnished
by the Government will be governed by the clause of this contract
entitled "Govermment-Furnished Property," to the cxtent that such clzuse
is, by its tecrms, applicable. -

(1) Any loss, cr destructicn ofy or damage to, aircraft occurring
in connection with operations of gaid aircraft will be governed by the
clause of this contract entitled "Flight Risk," to the extent that such
clause is, by its tcrms, appligable,

37. INSPECTION AND AUDIT (AFPY 7-4093)

(2) The Contractor agrecs that its books and records and its plants,
or such part thereof as nay be engeped in the performance of this contract,
shall at all reasonable times be sﬁbaect to inspection and audit by
any authorized representative of the Department ,

(b) The Contractor shall cause a like provision to be included
in all subcontracts hercunder. ’

38. GOVERNMENT-FURNISHED PROPERTY (ASPR 13-502)

(a) The Government shall deliver to the Contractor, for use in
connection with and under the terms of this contract, the property described
in the Schedule or specifications, together with such related data and
information as the Contractor mayryequest and as may reasonably be required
for the intended use of such property (herecinafter referred to as
"Government~furnished Property™). The delivery or performance dates for
the supnlies or services to be furnished by the Contractor under this
contract are based upon the expectation that Govermment-furnished Property
suitable for use will be delivered to the Contractor at the times
stated in the Schedule or, if not so stated, in sufficient time to enable
the Contractor to mdet such delivery or performance dates. In the event
that Govermment-furnished Property is not delivered to the Contractor by
such time or times, the Contracting Officer shall, upon timely writ-
request made by the Contractor, make a determination of the delay occasioned
the Contractor thereby, and shall equitably adjust the delivery or
pefformance dates or the contract price, or both, and any other contrectusl
provisions affected by such delay, in acccrdance with the procedures
provided for in the clause of this contract entitled "Changes." In the
event the Government-furnished Property is received by the Contractor in
a condition not suitable for the intended use the Contractor shall, upen
receipt therecf, notify the Contracting Officer of such fact and, as directed
by the Contracting Officer, either (i) return such preperty at the Government's
expense or otherwise dispose of the property, or (ii) effect repairs or
modifications. Upon the completion of (1) or (ii) above, the Contracting
Officer upon written request of the Contractor shall equitably adjust the
delivery or performance dates or the contract price, or both, and any other
contractual provisicns affeccted by the rejection or disposition, or the
repair or modification, in accordsnec with the procedures provided for
in the clause of this contract entvitled "Changes." The foregoing provisions
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for adjustment are exelusive and the Govermment shall not be liable to suit
for breach of contract, by renson of any delay in delivery of Government-
furnished Property or delivery of such property in a condition not

suitable for its intended use,

(b) By notice in writing the Contracting Officer may decrease the
property furnished or to be furnished by the Government under this
contract, In any such case, the Contracting Officer upon the written
of the Contracter shall equitably adjust the delivery or pefformance
cates or the contract price, or both, and any cther contractual pro-
visions affected by the decrease, in accordance with the procedures
provided for in the clause of this contract entitled "Changes."

(e) Title to the Government-furnished property shall remain in the
Govermment., Title to Government-furnished property shall not be affected
by the incorporation or attachment thercof to any property not owned by
the Government, nor shall such Government-furnished property, or any part
therecf, be or become a fixture or lose its identity as personalty by
reason of affixation to any rcalty. The Contractor shall comply with
the provisions of the "Manual for the Centrol of Government Property in
the Possession of Contractors" (Appendix By Armed Services Procurement
Regulation) as in effcct on the date of the contract, which Manual is
hereby dncorporated by reference and made a part of this contrnct

(Rev. No. 33, 5/11/58.)

(1) The Government~furnished property shall, nuless otherwise
provided herein, be used only for the performance of this contract,

(e) The Contractor shall maintain and administer, in accordance
with sound industrial practice, a program for the maintenance, repair,
protecticn and preservation of Government-furngshed property, until
disposed of by the Contractor in sccordsnce with this clause. In the
event that any damage ocecurs to Government-furnished Breperty the risk
of which has been assumed by the Government under this contract, the
Covernment shall replace such items or the Contractor shall make such
repair of the property as the Government directs; provided, however, that
if the Conlractor cannot effect such repadr within the time required,
the Contractor shall dispose of such property in the manner directed by
the Cuntracting Officer; The contract price includes no compensation
to the Contractor for the performance of any rcpair or replacement for
which the Government is regponsible, and an equitable adjustment will be
made in the contract price for any such repair or replacement of Government-
furnished property made at the direction of the Government. 4Any repair
or replacement for which the Contractor is responsible under the provisions
of this contract shall be accomplished by the Contractor at its own gxpense.

(f) (i) Except for loss, destruction,or damagc resulting from a
failure of the Contrnctor, due to willful misconduct or lack of good faith
of any of the Contractor's monagerial personnel as defined herein, to
maintain and administer the propram for the maintenance, repair, protection
and preservation of the Government-furnished property as required by
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poragraph (e) hereof, and except as specifically provided in clause (s)

4 4 4e o s s o o o of this donitract or in the clause or clauses of this
contract dosignated in the Schedule, the Contractor shdll not be liable

Lor loss or destruction of or damage to the Government-furnished property
(A) caused by any peril while the property is in transit off the Contractor(s
premises, or (B) caused by any of the fellowing perils while the property

is on the Contractor!s or subcontractor's premises, or on any other

premises wherc such property may properly be located, or by removal there-
from because of any of the following perils:

(I) Fire; lightning; windstorm, eyclone, tornado, hail; explosion;
riot, riot attending a strike, eiwvil comnotiony vandalism and malicicus
mischicf; sabctage; aireraft or objects falling therefrom; vehicles running
on land or tracks exclusing vchicles cwned or operated by the Contractor
cr eny agent or employee of the Contractor; smoke; sprinkler leakage;
earthquake or voleanie eruption; flood, meaning thereby rising of a body
of watcer; hostile or warlike acticn, including action in hindering, combating,
or defending against an actual, impending or expectednattack by any
government or sovereign power (de jure or de facto), or by any authority
using military, naval, or air forces, or by an agent of any such government,
power, autherity, cr forces; or

(1i) Other peril, of a type not listed above, if such other peril is
customarily covered by insuranceé (or by a reserve for self~insurance) in
accordance with the normel practice of the Contractor, or the prevailing
bpractice in the industry in which the Contractor is engaged with repsect
to similar property in the snme general locale.

The perils as set forth in (4) and (B) above are hereinafter called
"excepted perils,™

This clause shall not be construed as relieving a subcontractor from
liebility for loss or destruction of or damage to the Governmenmb-~Furnished
property while in its possession or centrol, except to the extent that
the subcontract, with the prior approval of the Contracting Officer, may
provide for the relief of the subcontractor from such liebility. In the
absence of such approval, the subcontract shall contain appropriate prow~
visiocns requiring the return of all Government-Furnished property in as
goed econdition as when received, except for reascnable wear and tear or
for the utilization of the property in accordance with the provisions
of the prime contresct,

The term "Contractor!s managerial personnel" as used herein means
the Contresctor's directors, officers and any of its managers, superintendents,
or other equivalent representotives who have supervision or direction of
(I) all or substantially all of the Contractor's business; (IT)all or
substantially all of the Contractor!'s operation at any cne plant or
Separate location at which the contract is being performed; (III) a
Separate and complete major industrial operation in ccnnection with the
performance of this contract,
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(ii) 172 Contractor represents that it is not including in the price
here:nder, &1 agrees that it will not hereafter include in any price to
the jovernaie %, any charge or reserve for insurance (including self-
iasurance fuids or reserves) covering loss or destructicn of or damage to
the Government-furnished vreperty caused by any excepted peril.

(iii) Upon the happening of loss or destruction of or damage to any
Govermment-furnished prcperty caused by an excepted peril, the Contractor
su2ll notify the Contracting Officer thercof, and shall communicate with
the Loss and Salvage Organization, if any, now or hereafter HBesignated
by the Contracting Officer, and with thc assistance of the Loss and Sal-
vage Organization so designated (unless the Contracting Officer has
ddlrected that no such organization be employed), shall take all reasonable
steps to protect the Goverament-furnished property from further cdamage,
separate the damaged and undamaged Government-furnished property, put all
the Government-furnished property in the best possible order, and furnish
to the Contracting Officer a statement cfr (4) the lost, destroyed and
damaged Government-furnished property (B) the time and origin of the loss,
destruction or damage, (C; all known interests in commingled property of
which the Govermment-furnished propert;” is a part, and (D) the insurance,
if any, covering any part of or intcrest 4in such commingled property. The
Contracter shall be reimbursed for the expenditures made by it in performing
its cbligations under this subparegraph (iii) (including charges made to
the Contractor by the Loss and Selvage Organization, except any of such
the payment of which the Govermment has, at its option, assumed directly),
to the extent approved by the Contracting Officer and set forth in a
Supplemental Agrecment.

(iv) With{the approval of the Contracting Officer after loss of
destruetion of dr damage to Government-furnished property, and subiect to
such conditiong’ end limitetions as may be imposed by the Contracting
Officer, the Cdintractor may, in order to minimize the loss to the Gov-
ernnent dn in order to permit resumpticn of business or the like, sell
Tfor the account of the Government any item of Government-furnished
property which has becn demaged beyond practicable repair, or which is
8¢ cormingled or combined with property of others, including the Contrac-
ter, thot separation is impracticable.

(v)  Except to the extent of any loss or destruction of or damage to
Covermment-furnished property for which the Contractor is relieved of
linbility under the foregeing provisicns of this clause, and except for
reasonable wear and ter or depreciation, or the utilization of the Gove
eroment-furnished property in accordance with the provisions of this con-
tract, the Government-furnished vroperty (other than property permitted
to be s0ld) shall be returned bo the Govermment in as good condition
28 when received by the Contractor in connection with this contract, er
as repaired under paragraph (e) above,
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(vi) In the event the Contragtor is reimbursed or compensated for
any loss or destruction of or damage to the Government-furnikhed propetty,
causcd by an exeepted peril, it shall equitably reimburse the Government.,
the Contractor shall do nothing to prejudice the Government's rights to
recover against third parties for any sueh loss, destruction or damage and,
upon the request of the Contracting Offiter; 5hall at the Government's
expense, furnish to the Government all reascnable assistance and coopcra-
tion (including the prosecution of suit and the execution of instruments
of assignment in favor of the Government) in obtaining recovery. In
addition, where a subcontractor has not been r elieved from liability for
any loss or destruction of or damage to the Govermment-Furnished property,
the Contractor shall enforce the liability of the subcontractor for such
loss or destruction of or damage to the Covernment-Furnished property for
the benefit of the Government.

(vii) (Where applicable): In the event any aireraft are to be
furnished under this contract, any loss or destruction,of, or damage to,
such aircraft or other Govermment-furnished property cccurring in connection
with cperations of said aircraft will be governed by the clause of this
contract captioned "Flight RisksY, to the extent such clause is, by its
terms, applicable, '

(g) The Government shall &t all ressonable times have access to the
premises wherein any Government—furnished property is located.

(h) Upon the completion of this contract, or at such carlier date as
may be fixed by the Centracting Officer, the Contractor shall submit, in
a form acceptable to the Contracting Officer, inventory schedules covering
all ditems of Government-furnished property not consumed in the performance
of this contract (including any resulting scrap), or not theretofore
deliverec to the Government, and shall deliver or make such ofher disposal
of such Government-furnished property, as may be directed or authorized
by the Centracting Officer. The net proceeds of any such disposal shall be
credited to the contract price or shall be paid in such other manner as the
Contracting Officer may dircet.

(1) Directions of the Contracting Officer and cummunications of the
Contracter shall be in writing,
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